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BY DIYA GULLA;PALLI

In an. urmsual step, the 'U S,

: Treasury announced Thursday i it v -
will help liquidate a money-mar-

ket fund from Reserve Manage-

ment -Corp.,  whose  travails.
. touched off the recent turmml in.

. ting-rate.
“debt; whlch are borrov\nng with:

variable interest rates that have
become particularly unattrac-
tive in the ¢ i
sinarket.
+ The Treasury aid
that it was steppingin because of

“unicue ‘and extraordinary” eir- .

cumstances at the; fl_lrxd

how “regulators the Reserve and.
basically everyone ‘wants.to rer
solvethisissue,” says Pete Crane, .

pre51dent of. money-fund I
search firm. Cran:
'I‘he Government

day:

"

sselling that began in September
That month, Reserve’s flagship

$65° billion Reserve - Primary.
' Find “broke the.buck,” or felt be-
Jow $1-a-share, as commermal pa-
.'..per from Lehman Brothers Hold-.
.. “Ings.Inc. was written: down to-
Zero.amid the bank’s collapse, -
- :»Theproblems prompted inves-:
- tors:to-flee. money-market funds-
-at Reserve and many other fund.
firms. The situation hurt some of
< the world’s biggest investors, for -
. instance, . China ' Investment:
Corp,, ,whichisthe natmn S SOVer-.
... eign-wealth fund.” and . held.
" roughly $5 billion in Reserve Pri-.
mary Fund’s institutional shares,
"~ Besides the Primary fund, in-
" vestors. also. dumped Reserve
. - funds like the $10billion Govern--
“. ment Fund, éven though it didin’t
hold, Lehman paper. or drop'in
" value below $1 per share. Re-
" serve received ‘$6 billion in re-
t.. demption requésts -for the Gov-
~“emment fund and $60 billionfor .
ithe anaxy fund durmg the seﬂ-_
.'Off .

serve’s. most-troubled offenng, -
."but has been: swept: up inpanic:

market funds.
- The Treasury offered to take

on the securities to-help Reserve
pay itsinvestors faster, [t wanted
+a quick liguidation rather than. |
“letting it drag on for months as
-the debt matured. One of its con-.
‘cerns was that the Government * |
fund could tip the market for
agency debt into an even worse |
condition if it sold its assets at .|

steep -discounts. -

The Treasury V\.nll“ buy re-

maining holdings in another 45

gram

helped spur unprecedented gov-

ughly $400 billion of the
__es has been tapped

inc _then Reserve has been ;
ble to hqmdate roughlyhalfthe -
ary-and Government funds. °
egun: returning $26:bil-
. Honto' Primary fund holders and. !
845 bllhon to Government fund :
‘holders. Ithas alsoappliedtopar-.
-ticipate in a guarantee program :
set-up by the Treasury Depart-
ment. that essennany provides:
temporary.i msurance to money— 5

‘days and hold them, likely until
maturity, which in many cases |
‘is next vegr., It said it didn’t ex- -
‘pect to take similar actions for -

“other money—market fiunds.par-.

: tmzpatmg in 1ts guarantee pro- -

Reserve has opted tc ciose ' :

_-'Government Primary and more.
- " than.a dozen smaller funds. By
‘the end of September, the Seeuri-.

“ties.and Exchange Commission

. stepped in-and ordered Reserve
‘to halt redemptions for the tw,

The Reserve dehacle has

ernment intervention in: recent |
‘weeks. The Federal Reserve has
‘set -up two facilities to sell vari- -
5.0 nnnercrai paper-and other




